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NASD
LETTER OF ACCEPTANCE, WAIVER AND CONSENT
NO. 20050000700-01 ‘

TO: Department of Market Regulation
'NASD

" RE:  1P. Tumer Company, LLC, Respondent
Broker-Dealer
CRD No. 43177

Pursuant to Rule 9216 of NASD Code of Procedure, J.P. Tumer Company, LLC (“JPTC”
or “firm”) submits this Letter of Acceptance, Waiver and Consent (“AWC”) for the
purpose of proposing a seitlement of the alleged rule violations described in Part IT
below. This AWC is submitted on the condition that, if accepted, NASD will not bring
any future actions against the firm alleging violations based on the same factual findings.

7 ‘The firm understands that: ,

1. Submission of this AWC is voluntary and will not resolve this matter

- unless and until it has been reviewed and accepted by NASD’s Market’
Regulation Department and National' Adjudicatory Council (“NAC”)
Review Subcommittee or Office of Dlsclplmary Affairs (“ODA”),
pursuant to NASD Rule 9216; -

2. If this AWC is not accepted, its submission will not be used as evidence to
prove any of the allegatlons against the firm; and

3. Ifaccepted

a. this AWC will become part of the firm’s permanent dlsclphnary
record and may be considered in any future actions brought by :
NASD or any other regulator against the firm;

b this AWC will be made available through NASD's pubhc |
disclosure program in response topubhc mqumes about the"ﬁrm s
disciplinary record; ,

c. NASD may make a public announcement cbnéernihg this
agreement and the subject matter thereof in accordance with
NASD Rule 8310 and IM-8310-2;and =

20050000700 (KC)
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d. * the firm may not take any action or make or permlt to be made any .

public statement, including in regulatory filings or otherwise,
denying, directly or indirectly, any allegation in this AWC or
create the impression that the AWC is without factual basis. = -
Nothing in this provision affects the finn’s testimonial obligations
or right to take legal or factual positions in litigation or other. legal
proceedmgs in which NASD is not aparty.

The firm also understands that 1ts'expeﬂencc in the securities mdustry and'dzsblphnary
history may be factors that will be considered in- decxdmg whether to accept thls AWC.
That experience and history are as follows:

JPTC has been an NASD member since July 21 1997 and its rcglstratlon remams '
in effect. JPTC has no relevant dlscxphnary history. , :

L

WAIVER OF PROCEDURAL RIGHTS

The firm spemﬁcally and voluntarily wmves the followmg rights granted under NASD’

- Code of Procedure: .
A.  Tohave a Formal Complaint issued speclf)nng the allegations against it;
- B, To be notified of the Formal Complamt and have the opportumty to

o answer the allegatlons in writing;

C. To defend agamst the allegations in a disciplinary hearing before ahearing
panel, to have a written record of the hearmg made and to have a wntten
decision issued; and : 7

D.  To appeal any such decisionto the NAC and then to the USS. Secuities

and Exchange Commission and a U.S. Court of Appeals.



Further, the firm specifically and voluntarily waives any right to claim bias or -
prejudgment of the General Counsel, the NAC, or any member of the NAC, in
connection with such person’s or body’s participation in discussions regarding the terms
and conditions of this AWC, or other consideration of this AWC mcludmg acceptance or
rejection of this AWC.

The firm further specifically and voluntarily waives any right to claim that a person o
violated the ex parte prohibitions of Rule 9143 or the separation of functions prohibitions

of Rule 9144, in connection with such person’s or body’s participation in discussions
 regarding the terms and conditions of this AWC, or other consideration of this AWC,
including its acceptance or rejection.

1.
ACCEPTANCE AND CONSENT

This matter arose out of a review, 20050000700 (formerly, MRD200446009) conducted
by the staff of NASD’s Department of Market Regulation (the “staff”) of the firm’s
compliance with the best execution rule, NASD Conduct Rule 2320,  during the penod
January 1 to March 31,2004,

A. The firm hereby accepts and consents, without adrm'tting or denying the :
allegations or findings, and solely for the purposes of this proceeding and any
other proceeding brought by or on behalf of NASD, or to which NASD is a party,
prior to a hearing and without an adjudication of any issue of law or fact, to the
entry of the following findings by NASD:

1. In 28 transactions for or with a customer, JPTC failed to use reasonable
dlhgence to ascertain the best inter-dealer market and failed to buyorsell
in such market so that the resultant price to its customer was as favorable .-
as possible under prevmhng market eondmons as reflected on Exhibit A, -
which is attached hereto. - .

2.  The conduct described in paragraph one, above, constitutes separate and -
. distinet violations of NASD Rules 2110 and 2320 L

3. In 16 instances JPTC fmled to execute orders fhlly and promptly

4.  The conduct described in aragraph three constitutes separate and dlstant
: violations of NASD Conduct Rules 2110 and 2320.



B.

The ﬁrm also consents to the imposition, at a maxmium, of the followmg g
sanction:

. A censure and a fine of $20,000. JPTC has provided restitution to the
customers involved in the trades identified i Exhibit A. -

The sanction imposed herein shall be effécﬁve on a date set by-NASD staff.

-m.r

'OTHER MATTERS

The firm understands that it may attach a Corrective Action Statement to this
AWC that is a statement of demonstrable corrective steps taken to prevent future :
misconduct. The firm understands that it may not deny the charges or make any -
statement that is inconsistent with the AWC in this Statement. This Statement
does not constitute factual or legal ﬁndmgs by NASD, nor does it reflect the
views of NASD or 1ts staff

. The firm agrees to pay any monetary sanctions imposed on 1t upon notice that this

AWC has been accepted and that such payments are due and payable and has
attached an Election of Payment form showing the method by which it proposes

- to pay any fine nnposed.

. Thc firm speclﬁcally and voluntanly waives any nght to claim that lt is unable to

pay, now or at any time hereafter, any monetary sanction imposed in th;_s matter



The firm certifies that it has read and understands all of the provisions of this AWC and
has been given a full opportunity to ask questions about it, and that no offer, threat,.
inducement, or promise of any kind, other than the terms set forth herein, has been made
to induce the firm to submit it. .

£0Z3ZQ‘ 5 | ‘
Date - , | Respondent

J.P. Turner Company, LLC

Rewewed by:
W/
Counsefor Respondent
.Accepted by NASD:
(1 Lrs Loy~ | - . /fL_ AR
Date . , I - Thomas R, Gira N
‘ S - Executive Vice President & Deputy

‘ Department of Market Regulatlon
. Signed on behalf of the Director of

ODA, by delegated alithority_
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rExm‘Bn‘ B 3 ;
STATEMENT OF CORRECTIVE ACTION
MRD 20050000700 (FORMERLY 200446009)

We are submlttmg this Statement of Corrective Action on behalf of our client J.P. Tumer & Company,
LLC (“JPTC” or “Firm") in response to the proposed Letter of Acceptance, Waiver and Consent
{(“Proposed AWC™) for the above referenced matter. JPTC has taken the following action in an effort to
correct the circumstances underlying the violations identified in the Proposed AWC. These changes
include sending all pre-open orders under 1,000 shares to the NASDAQ Opening Cross Facility,
monitoring execution timeliness and an increased awareness of execution quahty This Corrective Action
- Statement does not constitute factual or legal findings by the NASD, nor does it reflect the views of the
NASD or its staff. S : o

NASDAQ OPENING CROSS

Over 50% of the orders identified in the Proposcd AWC as havmg violated NASD mles 23!0 and 21 10
were pre-open orders. The market opening is a volatile period which places significant pressure on -
traders, communications, and order handling systems. This volatility has historically been exacerbated by
the fact that JPTC’s BRASS order handling system did not automatically execute orders which were
received before 9:30 am. Rather, these orders were manually executed by JPTC’s trading -desk. .
However, since April of 2005, JPTC has been automatically routing all pre-open orders that are less than
1000 shares to the Nasdaq Openmg Cross Facility. All JPTC orders sent to the Nasdaq Opening Cross
Facility receive the same opening price that is reflective of supply and demand at the Nasdaq market open
thereby practically eliminating any potential pncc dlsparny JPTC also monitors the opemng Cross
executions to identify any errors. ' :

EXCEPTION REPORT!NG

JPTC has created an exceptlon report to monitor execution timeliness. Thls exception report is created on
a T+1 basis and identifies market orders which have taken longer than thirty seconds to execute. Any
order identified by the exception report is investigated and adjusted nccordmgly Since March of thls
year, JPTC has only had to ad_just six trades o .

" HEIGHTENED AWARENESS

. In addition to the exception reporting, traders have been monitoring executions on an intra-day basis and
have generally become more aware of the potential for untimely executions. If neoessary,' adjustments are
made to customer trades on the same trade date. The success of this momtormg is evndcnoed by thelow -~
number of except:ons noted on the T+1 report mentioned above, '
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